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NOTES AND MEMORANDA. 



The article by President Walker, on the " Theory of Busi- 
ness Profits," printed in the third number of this Journal for 
last year, has called forth the criticism and discussion which 
its author expected, and indeed invited, and has proved to 
be a valuable stimulus to the fresh examination of some of 
the fundamentals of economic theory. 

President Walker's reply upon some of the points brought 
forward in the debate we are obliged to postpone for publica- 
tion in our April number. 



We understand that the result of the well-known labors of 
Mr. W. M. Grosvenor on prices will be the production of two 
volumes, one covering the comparison of prices from January, 
1860, to the present time, and the other reviewing, as far as 
practicable, the course of prices before 1860. Of these vol- 
umes, the first is well advanced, and it is hoped may be 
brought out in the course of the coming summer. The pub- 
lication will be looked for with great interest ; for, besides the 
fact that the student has to content himself with unsatis- 
factory material in investigations involving a comparison of 
American prices, it is well known that Mr. Grosvenor regards 
the ordinary method of comparison as fatally defective, and 
that he attempts to apply one of his own, resting upon scien- 
tific considerations of no small importance. 



The death of Dr. Wiss, late editor of the Vierteljahrschrift 
far Volkswirthschaft of Berlin, has led to an arrangement 
under which Dr. Karl Braun now appears as editor of the 
periodical, which has so long represented the old school in 
German economics. 



It is announced that the sixth series of Johns Hopkins Uni- 
versity Studies in History and Political Science will consist of 
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a valuable collection of papers on Co-operation in the United 
States, prepared under the care of Dr. Ely. Of these papers, 
several, by Drs. Bemis, Shaw, and Warner, have already 
appeared in the publications of the American Economic Asso- 
ciation ; and the entire collection, covering the United States, 
and bringing together the results of careful research, will pre- 
sent an important mass of facts in the history of co-operation 
in this country, of which no student can fail to appreciate the 
high value. 



Me. Edwaed Atkinson's report on the prospects of bime- 
tallic legislation in Europe, which has been submitted to the 
Senate by the State Department, hardly makes a positive con- 
tribution to our knowledge of the situation. Still, it will 
doubtless be of service in making more clear the practical 
impossibility of an international agreement for the coinage of 
silver. Mr. Atkinson lays special stress on the fact that at 
present the difference between our ratio and that of the coun- 
tries of the Latin Union is an insuperable obstacle in the way 
of such an agreement. It is interesting to note also that he 
believes that the demand for silver at its present price is fully 
up to the supply, and that, without further legislation, its 
price is likely to rise rather than fall. 

Students of economics will be indebted to Mr. Atkinson for 
the valuable appendices which he has caused to be added to 
his report. These will contain the paper by Professor Greven 
on the monetary experience of Holland, which was printed 
in the last issue of this Journal; several statements from 
geologists as to the probable future production of gold and 
silver ; and, not least important, a translation of the second 
edition of Professor Soetbeer's Materialien on the silver ques- 
tion. This great collection of materials — the fruit of great 
skill and extraordinary diligence — will now be accessible in 
convenient form. Mr. Atkinson's report will be printed as a 
Senate Executive Document, and therefore will be obtainable 
through senators. It will also be printed as one number of 
the Consular Reports, which are issued by the Bureau of Sta- 
tistics of the State Department, and in this form will be 
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distributed by Mr. Worthington C. Ford, the chief of the 
Bureau.* 



The Secretary of the Treasury, calling the attention of 
Congress, in his Finance Report, to the difficulty and perhaps 
impossibility of continuing to invest the whole of the surplus 
in purchases of government bonds, makes some remarks on 
the sinking fund, which have a less firm tone than that which 
characterizes his report generally : — 

I am not, however, at present disposed to recommend the repeal of 
the sinking-fund requirements of the present laws. It is probable that 
the command of these laws can only be obeyed at heavy cost; but, never- 
theless, it is better and more wholesome that the country should each 
year continue to devote such sum as they require to the extinguishment 
of as much of the interest-bearing debt as can be purchased therewith. 
At least, the experiment should be faithfully tried until it is demon- 
strated to be a failure. 

As the sinking-fund requirements, established by the act of 
February 25, 1862, have uniformly been regarded as part of 
a contract with the public creditors, and never as an experi- 
ment or a method to be practised or discontinued at the pleas- 
ure of the government, it is to be hoped that no secretary will 
ever feel " disposed to recommend their repeal." They are to 
be maintained, even at heavy cost, not only because they are 
wholesome, but as a matter of public faith. The public credit 
no longer needs the support which a sinking fund was sup- 
posed likely to give it, but the time never comes when a 
nation can afford to make a precedent by allowing in its own 
finances what it would not allow in those of a corporation 
under its control. 



In the closing number of the Tubingen Zeitschrift for 1887, 
Professor Adolph Wagner, in a second article on " Finanz- 
wissenschaft und Staatssozialismus," having occasion to notice 
Leon Say's Le Socialisme cPliltat takes the opportunity to cor- 

* A limited number of copies of the report are to be at the disposal of F. W. 
Taussig, Cambridge, Mass., who will be glad to send them to teachers and stu- 
dents of economic subjects. Applications should be accompanied by postage 
stamps for fifteen cents. 
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rect an observation made by Say respecting Wagner's relations 
to Prince Bismarck. The correction in Wagner's opinion, al- 
though not necessary for German readers, may have some 
interest for others : — 

Say calls me the " theorizer" of the Bismarckian solution of the social 
question by means of compulsory insurance; and, elsewhere, I am styled 
the very spiritus rector of the Imperial Chancellor in this field. The 
Imperial Chancellor needs nothing of the sort, and is well known as a 
man not specially accessible to the theoretical views of others, although 
he has a good share of the "German" "doctrinaire vein," and of the 
tendency to generalization, — as is shown, for example, by his imperfect 
theory that the import duties are, in brief, borne by foreigners. At all 
events, I have personally not had the honor of being Bismarck's "theo- 
rizer," and have done nothing to cause such an incorrect idea to be 
entertained by anybody. In his "theoretical idea," which I hold to be 
the Chancellor's best and greatest, of devoting the profits of a tobacco 
monopoly as a patrimonium pauperum, — a "patrimony of the disinher- 
ited," — for the support of workingmen's insurance, it was the powerful 
practical man from whom I, the theorist, received and learned some- 
thing. In this matter, then, there was not the reverse relation between 
us, as has been falsely represented; for this "idea," so far as I know, 
sprang solely from the Imperial Chancellor, from whom I at least first 
received it. I had only discussed some related ideas of expending the 
product of indirect taxes on consumption, such as bear especially upon 
the lower classes by action on prices, for public purposes of special ben- 
efit for these classes. 



The Bulletin de Statistique for November contains the text 
of the measures by which the French government has just 
effected the so-called conversion of about 826,000,000 francs 
of 4^ per cents, and 11,000,000 of 4s into 3 per cents. The 
operation, which included a disguised loan, was as follows : — 

The holder was offered either reimbursement at par, or the 
exchange of his securities for an equivalent capital in 3s 
allotted to him at 80. If he chose the latter alternative, he 
could also subscribe for enough 3s at 81.1 to bring up his in- 
come to its old amount. Thus, the holder of 10,000 francs 
nominal capital in the 4^ per cents., producing an income of 
450 francs, had the right to 10,000 francs in 3s at 80, making 
a nominal capital of 12,500 and yielding 375 francs per annum, 
and could also subscribe for 2,500 in 3s at 81.1, yielding 75 
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francs per annum, and making his total income 450 as before. 
The rates fixed for the 3s were low enough to bring in for 
exchange nine-tenths of the 4£ per cents, and 4s. 

This operation, of which the exact results are not yet at 
hand, did not alter the annual interest charge of the debt, but 
carried up a nominal capital of about 840,000,000 francs to the 
neighborhood of 1,250,000,000 francs, and destroys the pos- 
sibility pro tanto of any real conversion in the future. The 
inducement for this sacrifice was the 210,000,000 or so in 
ready cash, paid in for new 3 per cents. The precedents for 
this improvident transaction are the similar operation by M. 
Fould in 1862, and the exchange of the Morgan loan in 1875. 
See Labeyrie, Conversion de Iie?ites, 414, 451. 



POLITICAL ECONOMY, OLD AND NEW. 

[Professor Edward Caird, of Glasgow, in a lecture given in Lon- 
don, October 9, 1887, summed up the debate between the old school 
in political economy and the new, in the following striking passage, 
for which our readers are indebted to a friend who was able to tran- 
scribe it from Professor Caird's manuscript : — ] 

Of late years, the old political economy has been much criti- 
cised ; and there has been a disposition to follow some eminent 
authorities in relegating it to Jupiter or Saturn. Moreover, 
the old school has been attacked by two new schools, the his- 
torical and the socialist or semi-socialist schools of political 
economy, who have brought a formidable battery of criticism 
to bear upon its defects. Poor Adam Smith has had the hard 
fate of having his doctrines set up to be attacked in Germany 
under the awful name of Smithianismus. Now, I do not deny 
that there is a good deal of truth in some of the objections 
brought by such writers, or that the old economists often 
stated absolutely doctrines which require to be accepted with 
many limitations. I admit that they had not, as no one before 
this century ever had, a sufficient grasp of the great idea of 
development. Hence, they took man as a being who had 
always been exactly what he had come in the eighteenth cen- 
tury to be; nor did they see how much he had changed and 
was changing under new conditions. Finally, they were pos- 
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sessed too exclusively by the individualistic tendency; they 
were full of the idea of individual liberty, and thought com- 
paratively little of social unity. At the same time, their work 
was genuine so far as it went : it produced results which will 
be undervalued only by those who do not understand them, — 
results which may require modification, but which no econom- 
ical student can ever neglect with impunity. Those who 
permit themselves to be carried away by the prevailing ten- 
dencies of the present time, and do not thoroughly study the 
old economical work, as well as the best modern interpreters 
of it, will never do much good in building up the economy of 
the future. They will simply be parts of that mob which is 
always carried away, at every time, by the popular abstraction, 
and which cries out to-day for social unity, as a century ago it 
cried out for individual liberty. JVon tali auxilio nee defen- 
soribus istis: it is not out of such stuff that those are made 
who will act and write not as blind partisans, but so as to 
cast a new reconciling light upon the confused conflict of 
social forces. Speaking to students of economy, I think I am 
giving the most valuable of counsels when I tell them not to 
think that they will increase the illumination by selling their 
old lamps for new, but to remember that he who would make 
permanent additions to the stock of human knowledge must 
thoroughly know what has been done already. For the future 
belongs to those who thoroughly appreciate the achievements 
of the past. 

On the other hand, this being granted, it is equally true that 
the economical work of the great writers of the last generation 
cannot, any more than their ethical work, be regarded as final. 
Partly, as I have said, their method was too abstract ; partly, 
also, the conditions of our social organization are changed. 
The very gigantic scale of modern industry brings with it 
something socialistic, or it gives rise at least to necessity for 
social control, which was not felt so much when commercial 
enterprise was confined. What is perhaps still more impor- 
tant, the sense of social responsibility has been growing in a 
way which makes it impossible to isolate the economical prob- 
lem from the ethical, as the tendency formerly was to isolate 
it. I do not think it will be possible henceforth to separate 
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political economy from the general study of politics, or to dis- 
cuss the laws of the production and distribution of wealth 
apart from the consideration of the relation of the distribution 
of wealth, and the modes of distributing it, to other elements 
of social well-being. The abstraction of science will always be 
necessary for thorough knowledge of economy, as of every- 
thing else; but, when we isolate parts of human existence, it 
is more important than in relation to any other subject to 
remember that we are abstracting, and that we are dealing 
with fragments of a whole, of which no final account can be 
given by anatomy. The practical value of the social science 
of the future will depend not only on the way in which we 
break up the complex problem of our existence into manage- 
able parts, but as much, and even more, upon the way in which 
we are able to gather the elements together again, to see how 
they act and react upon each other in the living movement of 
the social body. 



EXTENSION OF GERMAN INSURANCE LEGISLATION. 

In the last issue of this Journal (p. 138), reference was made 
to a bill in course of preparation in Germany, by which the 
system of compulsory insurance was to be extended so as to 
provide pensions in case of old age or disability. At present, 
provision is made only for the contingencies of accident and 
sickness ; but it has been the intention from the outset to care 
also for the laborer when permanently disabled or enfeebled 
by old age. An important step towards this completion of 
the system has been taken by the preparation of a careful bill, 
published in the Nbrddeutsche Allgemeine Zeitung, and likely 
soon to be submitted to the Reichstag. 

The new bill proposes to make use of the JBerufsgenossen- 
schaften, or employers' associations, which are established 
already for the purpose of carrying and administering insur- 
ance against accident, and to call on them to manage the new 
pension system. Their pension account, of course, is to be 
kept separate from the accident account ; but there is an obvi- 
ous saving of expense by utilizing the existing machinery. As 
in the acts for insurance against sickness and accident, all hired 
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" laborers, assistants, journeymen, apprentices, and servants " 
are to be insured ; and tbe line at which persons are sup- 
posed to be likely or able to provide for their own future 
is again drawn at administrative officers earning 2,000 marks 
per year or more. Tbe means for paying tbe pensions, bow- 
ever, are secured in a manner somewbat different from tbat 
of tbe existing acts. For accident insurance, it will be remem- 
bered the employers now contribute the whole amount. For 
sick insurance, they pay one-third, while two-thirds are de- 
ducted from wages. For pensions, it is proposed that the 
employers shall pay one-third, another third is to be deducted 
from wages, the last third is borne by tbe imperial treasury. 
But the empire bears no share of the running expenses; it 
pays simply one-third of the total pension payments accruing 
each year. The pensions are to be 120 marks ($30) per year 
in case of old age, and in case of disability are to vary from 
120 marks to 250 marks (from $30 to $62.50), the sum varying 
according to the length of time for which contributions have 
been paid on account of tbe individual workman. It is, of 
course, impossible to know in advance what premiums will be 
necessary to yield these payments, and a permanent scale of 
contributions is not fixed in the bill, but is to be determined 
by tbe Imperial Insurance Bureau within ten years after the 
act goes into operation. Until such a final scale is arranged, 
the payments by the employers are to be 4 pfennigs per day, 
half on their own account, half on the workmen's account. 
Adding 2 pfennigs from the empire, we get a total premium 
of 6 pfennigs per day, or 36 marks per working year of three 
hundred days. In the bill, as it lies before us, it is not clear 
when its provisions (should it become law) are to go into 
effect. It is made a condition for getting a pension for old 
age, which begins with the seventy-first year, that contri- 
butions must have been paid during thirty years preceding ; 
and, similarly, payments during at least five years are required 
for the pension in case of disability. Apparently, no arrange- 
ments are made to bridge over the period before these provi- 
sions can go into effect. 

No doubt, changes will be made in details ; but it is more 
than likely that in its main features this bill will become law. 
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When this is done, the last step in this remarkable series of 
measures will have been taken. The German workman will 
then be provided, partly by deductions from his stipulated 
wages and partly by payments from his employer and from 
the state, — which probably will not be without their effect on 
his wages, — against sickness, accident and death from acci- 
dent, and incapacity from old age or other cause. He will 
have no provision, however, in one serious contingency, that 
of lack of employment. A laborer who is out of work has 
no claim to indemnity for accident. He can retain his claim 
for indemnity in case of sickness only if he continues himself 
to pay his insurance contributions.* His rights under the 
pension bill just described are again limited by the time when 
he is at work and when contributions continue to be paid on 
his account. For instance, he is obliged to wait thirty years 
before a right to pension for old age accrues. These thirty 
years, however, are not calendar years, but years of contribu- 
tion. Three hundred days for which contributions are paid 
count as a year. If he is sick, it is true the time still counts 
for him under the proposed bill, even though no contributions 
be paid ; but if he is out of work, the time is lost. In fact, 
the alleviation of distress resulting from a laborer's failing to 
work is left to the ordinary machinery of the poor law. 
Obviously, one great cause of misery and discontent thereby 
remains as it was, unaffected by the new legislation. Changes 
in the poor laws are, it is true, under consideration, and it 
remains to be seen what may be done in this direction. But 
unless a considerable departure is made from sound principles 
in reshaping the poor laws, the insurance legislation is likely 
to fail in attaining one object, which undoubtedly is prom- 
inent in the minds of its framers, — the check to the success- 
ful propaganda of the socialists. 

On the other hand, it is not easy to see how any other 
course is open to the German legislators. A guarantee of 
support and aid, sufficient in amount and not disagreeable in 
kind, cannot be held out safely to the average laborer for the 
case of his being out of work. It could result only in shiftless- 
ness and demoralized character. The Malthusian objection 
would be unanswerable. A writer in a recent issue of the 

*See § 11 of the Sick Insurance Act, vol. ii. p. 115, of this Journal. 
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JahrbucJi fur Gesetzgebung* has laid it down that the in- 
surance legislation on its present lines is not inconsistent with 
the principle of self-help or with the maintenance of sound 
character, for the very reason that it gives no guarantee of 
work, or of aid in case there is no work. Whether or not 
this be true of the legislation so far as it has yet gone, it cer- 
tainly points out the limits beyond which this or any benevo- 
lent legislation cannot go with safety. 



WAGES AND PROFITS. 

Readers of this review will perhaps expect me to say 
something in answer to Mr. Macvane's criticisms, in the last 
number, on the doctrine of Distribution contained in the 
Economics of Industry. I have come across most of his 
objections before, but never, I think, so ably and coherently 
stated; and I therefore desire to treat them with all respect. 
They cover, however, so wide a ground that a full answer here 
is out of the question. I propose, therefore, to select what 
seem to me his two most striking points, and submit my own 
views with regard to them briefly, and without staying to in- 
dicate the respects in which they seem to me to differ from 
those of General Walker. 

I regard the wages fund doctrine not as false, but as preten- 
tious and misleading. As explained by careless writers, it is, 
I think, false. As explained by Cairnes and others, it is so far 
explained away that there is very little left in it to justify its 
title, and nothing at all which cannot be expressed better in 
other ways. Its form is objectionable, because, while not call- 
ing attention to the real differences which there are between 
markets for labor and markets for goods, it implies differ- 
ences which do not exist; and, after all, it is but a fragment, 
isolated, discontinuous with the rest of economics, and a hin- 
drance to a scientific conception of the whole subject. 

The theory of Normal Wages given in the Economics of 
Industry is not in contradiction to the wages-fund doctrine 
as explained by Cairnes, but claims to expand and develop 
that doctrine, and to fit it into its proper place in the whole 

*Dr. H. Thiel, in Jahrg. 11, Heft 2, pp. 69-73. 



